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must be related to performance or pro-
ductivity data, including the develop-
ment of unit cost information when-
ever appropriate or specifically re-
quired in the grant or subgrant agree-
ment. If unit cost data are required, es-
timates based on available documenta-
tion will be accepted whenever pos-
sible. 

(5) Allowable cost. Applicable OMB 
cost principles, SSA program regula-
tions, and the terms of grant and 
subgrant agreements will be followed 
in determining the reasonableness, al-
lowability, and allocability of costs. 

(6) Source documentation. Accounting 
records must be supported by such 
source documentation as cancelled 
checks, paid bills, payrolls, time and 
attendance records, contract and 
subgrant award documents, etc. 

(7) Cash management. Procedures for 
minimizing the time elapsing between 
the transfer of funds from the U.S. 
Treasury and disbursement by grantees 
and subgrantees must be followed 
whenever advance payment procedures 
are used. Grantees must establish rea-
sonable procedures to ensure the re-
ceipt of reports on subgrantees’ cash 
balances and cash disbursements in 
sufficient time to enable them to pre-
pare complete and accurate cash trans-
actions reports to SSA. When advances 
are made by letter-of-credit or elec-
tronic transfer of funds methods, the 
grantee must make drawdowns as close 
as possible to the time of making dis-
bursements. Grantees must monitor 
cash drawdowns by their subgrantees 
to assure that they conform substan-
tially to the same standards of timing 
and amount as apply to advances to 
the grantees. 

(c) SSA may review the adequacy of 
the financial management system of 
any applicant for financial assistance 
as part of a preaward review or at any 
time subsequent to award. 

§ 437.21 Payment. 
(a) Scope. This section prescribes the 

basic standard and the methods under 
which SSA will make payments to 
grantees, and grantees will make pay-
ments to subgrantees and contractors. 

(b) Basic standard. Methods and pro-
cedures for payment must minimize 
the time elapsing between the transfer 

of funds and disbursement by the 
grantee or subgrantee, in accordance 
with Treasury regulations at 31 CFR 
part 205. 

(c) Advances. Grantees and sub-
grantees will be paid in advance, pro-
vided they maintain or demonstrate 
the willingness and ability to maintain 
procedures to minimize the time elaps-
ing between the transfer of the funds 
and their disbursement by the grantee 
or subgrantee. 

(d) Reimbursement. Reimbursement is 
the preferred method when the require-
ments in paragraph (c) of this section 
are not met. Grantees and subgrantees 
may also be paid by reimbursement for 
any construction grant. Except as oth-
erwise specified in regulation, SSA 
may not use the percentage of comple-
tion method to pay construction 
grants. The grantee or subgrantee may 
use that method to pay its construc-
tion contractor, and if it does, SSA’s 
payments to the grantee or subgrantee 
will be based on the grantee’s or sub-
grantee’s actual rate of disbursement. 

(e) Working capital advances. If a 
grantee cannot meet the criteria for 
advance payments described in para-
graph (c) of this section, and SSA de-
termines that reimbursement is not 
feasible because the grantee lacks suf-
ficient working capital, SSA may pro-
vide cash or a working capital advance 
basis. Under this procedure, SSA will 
advance cash to the grantee to cover 
its estimated disbursement needs for 
an initial period generally geared to 
the grantee’s disbursing cycle. There-
after, SSA will reimburse the grantee 
for its actual cash disbursements. The 
working capital advance method of 
payment may not be used by grantees 
or subgrantees if the reason for using 
such method is the unwillingness or in-
ability of the grantee to provide timely 
advances to the subgrantee to meet the 
subgrantee’s actual cash disburse-
ments. 

(f) Effect of program income, refunds, 
and audit recoveries on payment. (1) 
Grantees and subgrantees must dis-
burse repayments to and interest 
earned on a revolving fund before re-
questing additional cash payments for 
the same activity. 
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(2) Except as provided in paragraph 
(f)(1) of this section, grantees and sub-
grantees must disburse program in-
come, rebates, refunds, contract settle-
ments, audit recoveries and interest 
earned on such funds before requesting 
additional cash payments. 

(g) Withholding payments. (1) Unless 
otherwise required by Federal statute, 
SSA will not withhold payments for 
proper charges incurred by grantees or 
subgrantees unless— 

(i) The grantee or subgrantee fails to 
comply with grant award conditions or 

(ii) The grantee or subgrantee is in-
debted to the United States. 

(2) Cash withheld for failure to com-
ply with grant award condition, but 
without suspension of the grant, will 
be released to the grantee upon subse-
quent compliance. When a grant is sus-
pended, payment adjustments will be 
made in accordance with § 437.43(c). 

(3) SSA will not make payment to 
grantees for amounts that are withheld 
by grantees or subgrantees from pay-
ment to contractors to assure satisfac-
tory completion of work. SSA will 
make payments when the grantees or 
subgrantees actually disburse the with-
held funds to the contractors or to es-
crow accounts established to assure 
satisfactory completion of work. 

(h) Cash depositories. (1) Consistent 
with the national goal of expanding the 
opportunities for minority business en-
terprises, grantees and subgrantees are 
encouraged to use minority banks (a 
bank which is owned at least 50 percent 
by minority group members). A list of 
minority owned banks can be obtained 
from the Minority Business Develop-

ment Agency, Department of Com-
merce, Washington, DC 20230. 

(2) A grantee or subgrantee must 
maintain a separate bank account only 
when required by Federal-State agree-
ment. 

(i) Interest earned on advances. Except 
for interest earned on advances of 
funds exempt under the Intergovern-
mental Cooperation Act (31 U.S.C. 6501 
et seq.) and the Indian Self-Determina-
tion Act (23 U.S.C. 450), grantees and 
subgrantees must promptly, but at 
least quarterly, remit interest earned 
on advances to the Federal agency. The 
grantee or subgrantee may keep inter-
est amounts up to $100 per year for ad-
ministrative expenses. 

§ 437.22 Allowable costs. 

(a) Limitation on use of funds. Grant 
funds may be used only for: 

(1) The allowable costs of the grant-
ees, subgrantees and cost-type contrac-
tors, including allowable costs in the 
form of payments to fixed-price con-
tractors; and 

(2) Reasonable fees or profit to cost- 
type contractors but not any fee or 
profit (or other increment above allow-
able costs) to the grantee or sub-
grantee. 

(b) Applicable cost principles. For each 
kind of organization, there is a set of 
Federal principles for determining al-
lowable costs. Allowable costs will be 
determined in accordance with the cost 
principles applicable to the organiza-
tion incurring the costs. The following 
chart lists the kinds of organizations 
and the applicable cost principles. 

For the costs of a— Use the principles in— 

(1) State, local or Indian tribal government ................................. OMB Circular A-87. 
(2) Private nonprofit organization other than an (i) institution of 

higher education, (ii) hospital, or (iii) organization named in 
OMB Circular A-122 as not subject to that circular.

OMB Circular A-122. 

(3) Educational institutions .......................................................... OMB Circular A-21. 
(4) For profit organizationother than a hospital and an organi-

zation named in OMB Circular A-122 as not subject to that 
circular.

48 CFR Part 31. Contract Cost Principles and Procedures, or 
uniform cost accounting standards that comply with cost 
principles acceptable to the Federal agency. 

§ 437.23 Period of availability of funds. 

(a) General. Where a funding period is 
specified, a grantee may charge to the 
award only costs resulting from obliga-
tions of the funding period unless car-
ryover of unobligated balances is per-

mitted, in which case the carryover 
balances may be charged for costs re-
sulting from obligations of the subse-
quent funding period. 
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